
Ace Communications Chippewa County Telephone Company Sand Creek Telephone Company

Allendale Telephone Company Climax Telephone Company Southwest Michigan Communications

Baraga Telephone Company Deerfield Farmers' Telephone Co. Springport Telephone Company

Barry County Telephone Company Hiawatha Telephone Company TDS Telecom

Blanchard Telephone Company Kaleva Telephone Company Thumb Cellular

Bloomingda le Communications Lennon Telephone Company Upper Peninsula Telephone Company

Carr Telephone Company Michigan Central Broadband Co. Waldron Telephone Company

CenturyLink of Michigan Midway Telephone Company Westphalia Broadband, lnc.

CenturyLink of Midwest Michigan Ogden Communications Westphalia Telephone Company

CenturyLink of Northern Michigan Ontonagon County Telephone Co. Winn Telecom

CenturyLink of Upper Michigan Pigeon Telephone Company Winn Telephone Company

Chapin Telephone Company

PLEASE READ AND INITIAL EACH OF THE FOLTOWING STATEMENTS TO INDTCATE THAT YOU UNDERSTAND AND AGREE:

-l 
u6dsr5tand and consent to Lifeline Administration Service providing my Lifeline service account information,

including but not limited to, my name, residential address, phone number, date of birth, the last 4 digits of my social
security number, the date on which my Lifeline service was initiated/terminated, the amount of Lifeline support
provided, and the means through which I qualified for Lifeline, to the Universal Service Administrative Company
(USAC), USAC's agents and/or the National Lifeline Accountability Database to ensure the proper administration of the
Lifeline program. I understand that if lfail to provide this consent, Lifeline Administration Service will deny me
Lifeline service.

-Lifeline 
is a non-transferable benefit and the subscriber may not transfer his or her benefit to any other person.

-Lifeline 
is a federal benefit and willfully making false statements to obtain the benefit can result in fines,

imprisonment, de-enrollment or being barred from the program.

-Lifeline 
support is only available for a single phone line at my principal residence and no one else in my household is

receiving Lifeline discounts. (A "household" is defined as any individual or group of individuals who live together at the
same address and share income and expenses.)

-Violation 
of the one-per-household limitation constitutes a violation of the Federal Communication Commission's rules

and will result in the subscriber's de-enrollment from the program and potentially prosecution by the US government.

-l 
unf,sl5tand that if lam identified as receiving more than one Lifeline benefit, all telephone service providers involved

may be notified so that I may select one service and be de-enrolled from the other(s).

-l 
will notify my telephone company within 30 days if I no longer qualify for Lifeline and I may be subject to penalties if

I fail to do so.

-l 
will notify my telephone company within 30 days of any changes to my residential address.

-l 
will be required to certify my continued eligibility for Lifeline at least once a year and know failure to do so will result

in termination of my participation in the program.

I certify, under penalty of perjury, that the information provided in this application and supporting documentation is

1_1-ue 
a1d 99mpl"!g:

S ig n atu re:

REt/r$,EO 2/2013
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To apply for Lifeline service, complete the application below and send it to:
Lifeline Administration Service

PO Box LLO37, Lansing, Michigan 48901 OR fax to 517-482-3548

Applicant's phone number: Name of phone company:
Date of Birth: 4-digits of Social Security Number:

I First Name:
-"J""-.......--.__-_-. -

Street:
Residential street address only; tc:*gtt1"tgUfl*lPit the use of p.o. Boxes for the lifetine program

State: ZIP Code:
This is my permanent address: yes I No I
Billing Address, City, State and Zip Code (if different from Service Address)

There are multiple unique households (e.g. nursing home,
assisted living facility) at my address, as defined in this program.

I am a new customer connecting service at this
address for the first time.

Date Service Started:

TobeeligibleforLifelinediscounts,regulationsrequireyoutoqualifyviaoneofthetwoffi
one section only.

Method 1' My income is within the guidelines and I am providing the following pr,oto"opi"rih"t d"*,"""t ,,,y t"t"i
* household income, which is stated below. please check all tt at app1y.
TOTAT MONTHTY INCOME: S NUMBER OF HOUSEHOTD MEMBERS:

# of Household Members Gross Annual lncome

S77,z3s

52,447

Add S6,030 (5503 monthly) for each additional household member.

l_l Prior year's state or federal tax return.

! Social Security statement of benefits

l-lRetirement/pensionstatementofbenefiis-[l,;i;;.;;d,i"iffi"f,t'
Unemployment/worker's compensation I r , Divorce decree or child support document containing incomeLJ statement of Benefits i E ,r"-rr1,,""

Method 2' l, or the member of my household named below, receives assistance rro, on-Jiflirt.d pat..r, I 
",,providing documentation of participation in the checked program.

E Current Annual lncome Statement from Employer

-_, 
Paycheck stubs or other official document containing income

- information for any 3 consecutive months within last 12 months

E
E

Food_st am ps__*_tr_ yedi ca i d

Food Distribution program on lndian Reservations

Supplemental Security lncome

E Federal public Housing Assistance or sectiii-f
f] Temporary Assistance for Needy Families (TANF)

Effi"".t;.i,,r"t t-ffi
E Bureau of lndian Affairs General Assistance
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PTEASE READ AND INITIAL EACH OF THE FOLTOWING STATEMENTS TO INDICATE THAT YOU UNDERSTAND AND AGREE:

-l 
understand and consent to Lifeline Administration Service providing my Lifeline service account information,

including but not limited to, my name, residential address, phone number, date of birth, the last 4 digits of my social
security number, the date on which my Lifeline service was initiated/terminated, the amount of Lifeline supportprovided, and the means through which lqualified for Lifeline, to the Universal Service Administrative Company(usAc), USAC's agents and/or the National Lifeline Accountability Database to ensure the proper administration of the
Lifeline program. I understand that if lfail to provide this consent, Lifeline Administration Service will deny me
Lifeline service.

-Lifeline 
is a non-transferable benefit and the subscriber may not transfer his or her benefit

-Lifeline 
is a federal benefit and willfully making false statements to obtain the benefit can

imprisonment, de-enrollment or being barred from the program.

-Lifeline 
support is only available for a single phone line at my principal residence and no one else in my household isreceiving Lifeline discounts. (A "household" is defined as any individual or group of individuals who live together at the

same address and share income and expenses.)

-violation 
of the one-per-household limitation constitutes a violation of the Federal Communication Commission,s rules

and will result in the subscriber's de-enrollment from the program and potentially prosecution by the us government.

-l 
understand that if lam identified as receiving more than one Lifeline benefit, alitelephone service providers involved

may be notified so that I may select one service and be de-enrolled from the other(s).

-l 
will notify my telephone company within 30 days if I no longer qualify for Lifeline and I may be subject to penalties if

I fail to do so.

-l 
will notify my telephone company within 30 days of any changes to my residential address.

-l 
will be required to certify my continued eligibility for Lifeline at least once a year and know failure to do so will resultin termination of my participation in the program.

to any other person.
result in fines,

I certify, under penalty of perjury, that the information provided in this application and supporting documentation istrue and complete.

Date:
Sign at u re:

Rgyrs,Ea,2lz0t,
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STATEM ENT REGARDING FU NCTIONALIW IN EMERG ENCY

srruArroNs (600/610)

Hiawatha Telephone Company ('CarrierJ is able to remain functional in an

emergency situation through the use of back-up power to ensure functionality without

an external power source. Carrier has backup battery reserue in its central office and

remote cabinets, which enables it to provide service for a minimum of 8 hours.

Carrier,s seruice is consistent with the prior obligations to provide seruice in emergency

situations as set forth in g 54.202(aX2) and Rule 46 of the MPSc's Seruice Quality Rules

(2OOO AC, R 484.546), and its network is engineered to provide maximum capacity in

order to handle excess traffic in the event of traffic spikes resulting from emergency

situations. Carrier has redundancy in its network for use in re-rerouting traffic when

facilities are damaged.
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McCrrtney & Company, P.C.
C er tifi ed Pub I ic A cc ou nt ants

2l?l L,:nivcr,sity Park Drive,
Suitc IJ0 'Okernol Michigan 4E8&{
Telephooe {517) 347-5000
Fax (517) 34?-5007

INDEPENDENT ACCOUNTANT'S REVIEW REPORT

Jcffcry A. Irwin, CPA
Erlward B. Rebman^ CPA
Susan J. Schsrrki. CPA

To the Board of Directors
Hiawatha Telephone Company
Munising, Michigan

We have reviewed the accompanying balance sheets of Hiawatha T
wholly o\'vned subsidiary of Hiawatha Communications, lnc.), as of
related statements of income and changes in retainecl earnings,
review includes primarily applying analytical procedures to
of Company management. A review is substantially less in
expression of an opinion regarding the financial statements as
an oplnron

Management is responsible forthe preparation and
with accounting principles generally accepted in
and maintaining internal control relevant to

Our responsibility is to conduct the
Review Services issued by the
to perform proeedures to obtain

(a corporation and a
12and 2011. and the

for the years then ended A
data and making inquiries

the objective of which is the
ly, we do not expres$ such

of the financial statements in acoordance
of America and fordesigning, implementing,

fair presentation of the ftnancial statements,

with Statements on Etandards for Accounting and
Public Accountants. Those standards require us

that there are no material modifications &at should be made
results of our procedures provide a reasonable basie for our

of any material modifications that should be made to the

to the financialstatements. We
report.

Based on our review. *Jfi\S
:ff il]ffi i I' i^%'X" :lrffik#l:ff:ilffii1'i^%'X:[ffi${lf:;.J::"""nem 

to be in eonrormitv with accounting principres senerarv

%C*o/oe/ * &*yongt ?e
October 1,2013



Hiawaths Telephone Company
Balance Sheets

As of December 31, 2012 and 201 1

ASSETS

2A12 2411

Current Assels
Cash and cash equivalents
Temporary cash investments
Due from subecribsrs
Accounts receivable - Connecting Companies
Accounts receivable - Other
Accounts recaivable - Affiliatgs
lnventory
Current deferred taxes
Sther currenl asse{s

Total Current Assets

lnvestments
Other investments

Total Investments

Plant. Prooertv and Eouioment
Plant in service
Plant under construclion

Total Plant, Property and Equipment
Less accumulated depreciation

Total Plant, Property and Equip

Total Assets

I
I

II
II
-

I

j_*_!!!I L=,I.

See accompanying notes and independent ac@untant's revianr repo(

2
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LIAEILITIES AND STOCKHOLDERS' EOUITY

20112012

Current l-iqbililies
Accounts payable
Accounts payable - affiliates
Advance b,illings and payments
Accrued com pensated absences
Other current liabilities

Total Current Liabilities

Deferred Liabilities
Defened federal income taxes
Deferred statB income taxes

Total flefened Liabilities

Stockholdersl Eouitv
Common Stock
Retained earnings

Total Stockholders' Equity

-_I

II
I

i-III-t $ I

See accompanying notes and independent accountanfs reviar report

3
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Hiawatha Telephone Conrpany
StatBmentB of lrrcome and Changes in Retained Eamings

As of December 31, 2012 and 201 1

r
I

r
I

2011

Operatino Revenuea
Local service re!/enues
AccesE service

lnterstate
lntrastate

Deragulated
Miscellaneous

Total Operating Revenuee

Operating Frcenses
Phnt specirc
Network and other
Depreciation
Customer operations
Corporate operatbns
Deregulated

Total Operating Erpenses

Net OoeratirlqRFvenue

Ooenatino Ta:es
Federal ineome taxes
State income tacs
Other operating taxes

TolalOperating T

Other income and erpense
Federal non-operating income ta:<es

Net lrrcome

Retained ?llrninos - Beqinnino

Retained earrlings -_ Ending

I
I

-

I
I I

Ir
$I

@

Ir
$r

$ee accompanying notes and indapendent accountant's revbw report

4



Munising, Michigan

Statements of Cash Flows
For the.Years Ended Fpcembpr 31

2412 2011

Ooeratino Activities
Net lncome
Adjustments to reconcile net income to net
cash provided by operating activities:

Depreiation
Provisions for defered ta<es
Accrued compensated absences

Change in operating assetE and liabitities:
Due from sub,scribera
Accounts reeivable
lnventory
Other assete
Accounts payable
Advance billings and payments
Other liabilities

Net Cash Flows Provided by (

lnv"qetino Actiyitie*

Cash and CaEh Eouivalentg - Beqinning

Cash and Gash Eouivalents - Endino

E

-rrI
T rrr

s--,-=L*I

See accompanying notes and independent accountant's revisrv report

6

Purchases of plant, property
Salvage net of cost of remov



HIAWATHA TELEPHONE

Note. q-U Fi nancial Statements

$ummary of Significant Accountino Policles

These financial statements contain the accounts of Hiawatha Telephone Company (the Company). The
9ompany is_a wholly owned subsidiary of Hiawatha Comrnunications, lnc. and is located in the Upper
Peninsula of the state of Michigan. The Company's major business activity is providing localtelephone
exchange service and access to the public switched telephone network.

The Company rarely requires collateral from either its customer8 providers.
Accordingly, hilure to collecl on these accounts would result in a amounts uncollected.
Honever, a portion of these losses would be recoverable
bebw. Due ftom subscribers is shown net of the
at December 31,2A12 and 2011, respectivety. Aeeounts
net of the allowance for doubtful accounts ofla
respestively. For Accounts receivable - Other, no
necessary. The Company's estinrate is based
current status of accounts receivable. Trade
amounts- Trade credlt is generally
interest, and the Company does not
Company generally does not hotd

The accounting records of the
Accounts for Class A and
Commission, wrlich
Preparation of the
accepted in the
to collectibility of
and equipment,

Compensation
National

Deoember 31,2412 and 2011,
amunts wae determined to be

cotlec{ion experience and a review of the
are canied at their astimeted collectible
basis; thus trade re€i\ables do not bear
to paet due receivab,les. Additionally, the

with off-balance-$heet credit risk.

maintained in accordance with the Unifurm System of
r companies prescribecl by the Michigan Public Service
principles generallyrepted in the United Statesof Anrerica.

statements in conformity with accounting principler generally
requires the use of managernent's estimates, primarily related

re\Enue settlement amounts, depreciable lives of properg, plant
assets and liabilities. Actual resul,ts may \rary frorn these estimates

access services was received through tariffed access charg$ filed by the
Association (NECA) with the Federat cornmunications commission { FCC) on

Company recorded true'ups of prior years' eetimated interstate access settternents urat nao tfre ret efEctv(,ilrp€r[y ,('{rrrq€(I rrue-up$orpnoryeara esrmateo tntersElteaccesssetllementsu1athadthe ngteffect

?1,_ 0i? anq.20] 1 net income before federal and state income taxes in the amount off

behalf of the rnember companies. These accsss charges are billect by the Company to the interstate
interexchange caniers, and pooled with tike revenues frbm alt NECA mimber ccmpanies. The portion of
lhl eooled access charge revenue received by the Company ie bas6d upon its e&uat cost of providing
lnterstate Elccess service, plus a retum on the invetment dedicated to providing that service. The

ot tncrea$nq 2o1Z and 201'I
Intraetate and local access revenue is based on charges bitleet under the Company's intrastate aece$s
revenue tariff or interconnection agreements. These revenues are depndent upon actions of
interexchange caniers over which the Company has no control. lt is possibli that changes could oeur
that would cause a significant impact on the Company,s future revenues.



H IAWATHA TELEPHONE EOMPANY

Notes tp Financial Statemen!.s

1. Summary of Significant A.ccpuntino Policies (continued)

ln November 2011, the FCC issuect an order reirrming the Universal Seruice Fund reporting and
distributions, as well as, carrier mmpensation billing and settlement process. lt is unknoryn at this time
what finanoial impact the order will have on the Company.

Cash and cash equiualents include cash and short-term, highly liguid investments with original maturitis
of three months or less. Those investments with original maturities of over three months to twelve months
are classified as temporary cash investments. The Company's cash and temporary caeh inv6tm6nt
accounts are subject to the Federal Deposit lnsurance Coporation (FDIC) insurance limit of $250,000
per financial institutirx. At larious times during the year the Compnfs cxh rccount balances ex#

2412L
e*.-

2411I

thie amount in the norrnal course of business. At December 31, 201
account bdance exceeded this limit by approxi mr,",, $I
by FDIC insuranee.

'esting and financrrg rctivities consisted of plant
I"t oecem6er Y , 2a12 and 2011, reql

as accarnts payable of

All faderal and state income taxes are paid by the

It is the policy of the Company to expense

Sales, use and excise taxea collec{ed from

as incuned.

plresented on a net basls.

3.

lnventory consists of materials and and maintenance of the telephone plant and
telephone equipnent for resale
basis.

at the lorer of cost or market on an average cost

both December 31, 2012 and 2011, consist of Certtficates
to 12 months trom the date of issue and bear interest atthe

of issue.

Additiona to tralephone plant and replacements of significant units of properly are capitalized atoriginal
cost. When telephone plant is retired, its cost is removed fnom the asset account and charged against fre
depreciation reserve together with any related salvage and removal costs. No gains or loeses sre
recognized in connection with routine retirements of depreciable property.

Plant in service is summarized as follows at December 31,201? and 2011:

Land and buildlngs
Generalsupport
Central ofiice equipment
I nformation origination/termination
Cable and wire facitities

Temporarycash
of Depositwith



HIAWATHA TELEPHONE COMPANY

Notes to Financial Statements

Plant. Prooertv and Egqipment (continued)

Depreciation expense br plant is calculated using a rate trat distributes the gross cos! of a class of
assets, and its estimated net salvage, on a straioht-line basis over the estimated servie life of that class

of assets. The composite depreciaiion rate urailf" anlto lor 2A12 and 2011, respectively.

During 2012 the Company conducled a study of the plant depreciation rete$. As a result of this study'

new dlpreciation ratei w6re implemented eftctive January 1 ,2A12. The imoaet of this chansp in 2012
was a reduction in ctepreciation expense recorded in the ahrount of approximate,rf

4. ConstructonErcendituree

Congtructbn and other plant expenditures totded I gno {
20tl,respectiwly.Managementhaspropooec-eryenditures
approximately $Iduring 201 3.

rn dition, the company entered into a construaion *nraE(+il\fir.tery ilduring 2013

5. Taxes

For income tax purpos€s, the Company is includgftnft.fElEfalmnsolidated and state combined tax
retums with its larent Hiawatha &immunicatiqfi lg}. &financiat reporting purpos€s,. i.lcqq? laTPs
are computed dnO recorOeA as if the Compe4g.'ftfrsegtqte ingqme.tax trh,m!, except that (i) i[t qe
event thb Company generates a net tax,jdlflftF utilized in Hiavresra Communicatiols, .tnc'q
ietums, the Coinpinf witt Oe given tlq Areftt_t sYch lms, (ii] tuderal income taxss are.flcullq
based upon the s'Atulory tax rate in gfttftl-fllhatha Communications, lnc. atd its subsidialy on a
consotid'ated basis. and (iii) statezlboftEFs are calculated based upon the traxes in effect for
Hiar,ratha Communicationb,'lnc. {al sftiOiary on a eombined bmis. Deferyd,incorye ta(es..are
accounted br using an asset apprroaclrthat requires the recognition of debned taxliabilitks

oirieauences of tbmoorarv diffSrencea b€tw€en the financialard asset3 for the rieouences of tbmoorarv difierencea between the financial
liabiiities at the apptlcabte enacted tax rates. Tempoary-statement and tax basis

differences oivino rise--blildefeTed tax liabilities and abirets consist prinrarily of the excess of
depraciationTor d'x e6s,**the arnount for finanoal reporting purpo€€s, and investments reported

fv
Tax provisio* (U}*xpense for the years ended December 31 ,2012 and 201 1 are summarized

*I*I
$ 

-

$I

II

baeis in 2012 and
of plant toEling

s#-

for differently forfiqarf[alreflrting and tiax purposs.

Federal income taxes (benefit):
Cunent
Defened

Subtotal
$tate income taxes (benefit):

Current
Deferred

Subtotal
Other taxes:

Property
Miscellaneous

2AA 2411

Total income and other taxes L--*I S::J



H IAWATHA TE LEPHONE COMPANY

Notes tg Fi0gncial qtFtements

5. Taf.gs (mntinued)

ISHJ#"# jgf Ti"H8ffi f'lmy"f ru,*S,ffi X%fii?S,BI,'IST^:T,illf,5l::
betueen the Company's federal e$ective incsffiTax rate and the federalstatutory foe is primarily a
result of e&enses deductible for financial reporting purpses that are not deductible for tax purposbs,
and acljustments to prior year tax accruals.

The Company periodically settles amounts owed to Hiarnratha Communications, lne. fior income taxes.

Taxand implemented
defened taxassetsand

the income statentsnts or balance
, federal and state tax retums for

effectfor allof its employees who meet cerEinage
ninistered by the National Telephcne Cooperative
lfit pension plan sualified bv the lntemal Revenue!dbenefit pension plan qualified by the lntemal Revenue

is available to members of NTCA, he aocumulated benefits
Eted separately by individualemployers. The plan requires
accrued for pension expense. Contribulions for 2012 and

ees participate in a cash or deferred arrang€fltent 401(K) plan
Employercontributionswere made tothis San in theamountof qf

ffi trils:il!,":,i*J,:,miiffi '#ff:,m,?;trffi 3ff ;J3J&ffi13?;,l
Company's general banking aclivity is done through this financial institution"

The company also had the follo,ving retated party transactions during 2012 ard 2011, with its parentand
affi tiated su bsidiaries :

2A12
Due to affiliate - Ontonagon Coun$

Telephone Co. (OCTC), beginning of year
Labor & customer charges to
Labor & customer payments from
Labor & customer payments to
Labor & customer charges from
Due to affiliate - OCTC, end of year

,,, 20'11 ,,'I
ilII:I

Forthe years ended December 31,2012 and 2011, a

liabilities to implement the ne,vv income tax

payable to Hiawatha Communications, lnc. in the amount of il
$8ffi?ffiffiLffiffijil,;1?J?,,:833,1,13,1,,fi
Effective January 1, 2012, the State of Michigan eliminated the
the Corporate lncome Tax. This change necessitated the adjr

Man4ement believes that there is a greater tlran 50olo
is entifled to the economic benefit resulting from tax por
penalttts related to uncertain tax positions has
sheets br the years ended December 31. 2012
years 2009 thrdugh 2O12 remain subjeet to

6. Pension Ptan

Code, ln this
and plan assets are not
annual
2011were

Additionally.
administered bv
ano$Ifon 1, respectively.

7.



Notes tQ F'nancial StatFmenls

Related Parties Transactions (continuec,)

201? 2011 ,.,
Due fiom affiliate - Hiawatha

Communications, lnc. (HCl), beginning of year
Cash advance
Labor & custoner charges to
Labor & custoner payments from
General & administrative paid
General & administrative billecl
Allocation of state tax (expense) benefit
Allocation of federal tax expense
Due from afftliate * HCl, end of year

Due from affiliate - Midrrray Telephone Co.
(MTC), @inning of year

Labor & customer charges to
Labor & customer payments from
Due trom afEliate - MTC end of year

Due fom affiliate - Jamadots, lnc.
Beginning of year

Labor & custorrtsr charge to
Labor & custorner payments fom
Labor & cu$tomer payments to
Labor & custonpr charges
Due ftom affiliate-

Due to affiliate * Chi
Telephone Co.
Labor &
Labor &

Labor & customer charges from
Due to affiliate * CCTC end of year

Due from affiliate - Great Lakes lnterlink
(GLl), beginning of year

Cash advance paid
Due from affiliate* GLI end of year

Subsequent Events
The date to whiCh events occurring after December 31, 2012 have been evaluated f*r possible

adjuatment to the financial statements or disclosure is October 1,ZAfi, wfrich is the date on which the
financial staternents rrrere available to be i*sued.

$*----;-
, ?.011I$._=II

?011-Is::::.-
.. 2011

'Ie--E

from
to

2412 .,,
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